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DEPARTMENT OF THE NAVY
OFFICE OF THE ASSISTANT SECRETARY
RESEARCH, DEVELOPMENT AND ACQUISITION
1000 NAVY PENTAGON
WASHINGTON DC 20350-1000 JuL L7 2003

ACQ FYI1 03-028

MFEMORANDUM FOR DISTRTBUTION
Subj: HEQUIPMENT LLEASING VERSUS PURCIIASE UNDER CONTRACT
Ref: (a) ASN(RDA)ABM memo of April 9, 1999

The Federal Acquisition Regulation (I'AR), Subpart 7.4,
“Egquipment Lcase or Purchase,” provides policy, procedures and
acquisition considerations for acquiring egquipment by lease¢ or
purchese. It applies to both the initial acquisition of
equipment and the renewal ox extension of existing equipmer &
leases. As part of the business decision, you should perfc.'m a
case- by-case evaluation of comparative costs and other factors
when making the decision whethcr to lease or purchase equirnent.
Defense FAR Supplement (DFARS), Subpart 207.4 requires that “if
equipment is to be leascd for more rthan 60 days, the requir .ng
activity must prepare and provide the contracting officer with
the justification supporting the derision to lease or purclase.”
Department of Defense (DoD) Instruction 7014.3, “LEconomic
Analysis for Decisionmaking, ” provides guidance on how a
comparative analysis should be accomplished. The acquisit.on
decision to lease or purchase must bde predicated on the mo:.
cost etfective alternative rather tnan on the availability »>f
funds from a parlicular appropriation, unlcgs appropriate
waivers to policy arc obtained. Failure to comply could r:sult
in improper funding of capital leases, a potential violatioa of
the Antideficiency Act.

The Naval Audit Service found recently that procuring
activities were not properly conducting or documenting ana .yses
as required by FAR Subpart 7.4. They found that of 17 lea:ed
equipment contracts files reviewed, 16 did not contain the
required lease versus purchasc analysis or evidence that t-e
analysis had ever been completed.

In April 1999, reference (a) was released providing
guidance on the same subject. In 1ight of the changes in
personnel since that time, please reemphasize the requirer :nts
of FAR Subpart 7.4 and funding requirements of DFARS 207.471 to
all acguisition professionals and =dd this subject to your
annual training subjects.


nancy.trent
ACQ FYI 03-028
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Sub;j: EQUIPMENT LFEASTNG VERSUS PURCHASE UNDER CONTRACT

Beforc any new contract for leased egquipmenl is awarded or
belore any cxisting contract is cxtended, the rcguiring
organization must provide, and the contracting officer must
review, the lease versus purchase arnalysis.

Any quoslions or comments should be addressed to
Mr. Ronald G. Ostrom (703) 693-4012 or email
(ostrom. ronald@hg.navy.mil).
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Subj: FQUTPMENT LEASING VERSUS PUR(CHASL UNDER CONIT'RACT
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